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OATH OR AFFIRMATION

I, SANDRA J. RAYBA ,» swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

MICHIGAN SECURITIES, INC , as

of _DECEMBER 31, , 2006 » are true and correct. [ further swear (or affirm) that
neither the company nor any partner, proprietor. principal officer or director has any proprictary interest in any account
classified solely as that of a customer, except as follows:

NONE

N

/.
;

Siggzil’ure
PRESIDENT
Title
/ COLLEENP. JADT70MSK
ST N s e

This report ** contains (Check all applicable boxes):

& (a) Facing Page.

b4 {b) Statement of Financial Condition.

K] (c) Statement of Income (Loss).

k1 (d) Statement of Changes in Financial Condition,

X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital,

Kl () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

BJ (g) Computation of Net Capital.

O m Cemputation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

[J (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
O Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
O m a report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

X
X]

**For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Michigan Securities, Inc.

We have audited the accompanying balance sheet of Michigan Securities,
Inc. as ¢f December 31, 2006, and the related statements of cperations,
stockholders' equity, and cash flows for the year then ended. These
financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these
financial statements based on cur audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that
we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and the significant
estimates made by the management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of Michigan
Securities, Inc. at December 31, 2006, and the results of its
operations and its cash flow for the year then ended in conformity with
accounting principles generally accepted in the United States of
America.

6/'4"-‘“‘ (Andee C&"—%M‘b«? <

February 13, 2007




MICHIGAN SECURITIES, INC.

BALANCE SHEET
December 31, 2006

ASSETS

ASSETS
CaBh ,..vieterencancenssnseossascnnnans “arerraseaceeaa
Cash deposits with clearing organizations ..........
Receivable from brokers .........cc.. cs e s s s e e aas
Furniture, fixtures and equipment, less depreciation
(Notes A2 and B) ..iiiienesecceosssssssasasconnnns
Deposits and other ...... seressrensane ceesavaernsana

LTABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES
Accounts payable ....... ceereetrrccerrennnna sass e
Notes payable to stockholders and subordinated to
claims of general creditors (Note E} .............
Accrued exXpenses ......... srteesressarensranan ce e
Income taxes payable ......cveveessssnssssas teeeanne

COMMITMENTS (Note D) ......eeecenssoonsssscasancnnss .

STOCKHOLDERS' EQUITY (Note C)
Common stock - authorized, 10,000 shares; issued
and ocutstanding, 1,000 shares ....s:0::4. ceseeeenas
Retained earnings ...... Gt e e rer et at et et et s

$102,046
54,646
182,730

8,020
707

$358,149

$ 16,125

100,188
228,777

345,090

5,000

8,059

13,059

$358,149

The accompanying notes are an integral part of this statement.
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MICHIGAN SECURITIES, INC.

STATEMENT OF OPERATIONS

For the Year Ended December 31, 2006

Revenues
Commissions and £@EB . .....veeteieeeencannsossscnnens $3,146,346
Interest ......ci ittt ennserssesaiannnnnnonnns 6,652
3,152,998

Expenses
Salaries, wages, commissions and benefits ......... 2,900,983
Exchange fees and quotes .........cv00es cesracnans 37,590
Occupancy and equipment ........ Perrrerssesanes cewe 88,920
Interest.....ciiirerirnrecennnnn cheeenensnseas v e ne e 8,008
Professional services ......ecvvvneennneens cereanaas 43,594
Advertiging and business promotion ................ 347
Office supplies and eXpPensSeEs ......cceceeeeeoccanns 15,330
Other operating expenses ............. P r s e e s 11,486
Trade clearing CoOBES ...t iiiiitonmnnensornansaneannsa 48,365
3,154,623
Income (loss) before income taxes ............. (1,625)

Income tax expense (NOte F) ...iieerrennnnennsenans -

Net income (loss) ..... cesesesecsane e S e b $ (1,625)

The accompanying notes are an integral part of this statement.
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MICHIGAN SECURITIES, INC.

STATEMENT OF STOCKHOLDERS' EQUITY

For the Year Ended December 31, 2006

Common Retained

Stock Earnings
Balance December 31, 2005 .....ceevevves $5,000 $ 9,684
Net income (loss) for year ......ceoeeee - {1,625)
Balance at December 31, 2006 ..... ssesas 85,000 $ 8,059

The accompanying notes are an integral part of this statement.
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MICHIGAN SECURITIES, INC.

STATEMENT OF CHANGES IN NOTES PAYABLE
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

For the Year Ended December 31, 2006

Balance at December 31, 2005 $100,188
Increases: -
Decreases: -

Balance at December 31, 2006 $100,188

The accompanying notes are an integral part of this statement.

-8-




MICHIGAN SECURITIES, INC.

STATEMENT OF CASH FLOWS

For the Year Ended December 31, 2006

cash flows from operating activities
Net income {(loS8) ....-veeersssnsensonsnns
Adjustments to reconcile net income (loss)
to net cash provided (used) by operating
activities:
Depreciation .......cseecencenerrsnrenne
Increase in deposits and other .........
Increase in accounts payable .........-..
Increase in receivables ......e0-0c000n
Decrease in accrued exXpenses .........--
Decrease in income taxes payable .......

Net cash provided (used) by operating
activities ....ccescnvinnartanaaauens

cash flows used by investing activities:
Purchase of office equipment

cash flows used by financing activities:
Issuance of common stock .......vcceennsn
Payments on note payable to shareholders
Net decrease in cash ..
Cash and cash deposits at beginning of year
cash and cash deposits at December 31, 2006

Cash paid during the year for interest .....

Cash paid during the year for income taxes

$

2,160
(62)

10,501
(53,003)
(21,804)

$(1.625)

(62,208)

(63,833)

(2,7868)

(66,621}

223,313
$156,692
$__8,676

$_ -

The accompanying notes are an integral part of this statement.
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NOTE A

MICHIGAN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2006
- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies consistently
applied, in the preparation of the accompanying financial
statements follows:

1. Advertising

The Company expenses advertising production costs as they are
incurred and advertising communication costs the first time the
advertising takes place.

2. General

The Company conducts a general securities business as a
securities broker/dealer and as a registered investment advisor
and muat meet the requirements of the 1934 Securities Act and
the 1940 Investment Advigors Act.

The client base of the Company is retail and institutional
accounts located primarily in southeast Michigan. The Company
introduces all of its customers' accounts to New York Stock
Exchange, Inc. member firms on a fully disclosed basis. As
such, the Company does not carry customer funds or customer
securities and is exempt from certain provisions of SEC Rule
15¢3-3.

3. Furniture, Fixtures and Equipment

Furniture, fixtures and equipment are stated at cost less
accumulated depreciation. Maintenance and repairs are charged
to operations as incurred. Depreciation and amortization is
charged to operations over the useful lives of the assets,
five years, using accelerated depreciation methods.

4, Commissions

Commissions and related clearing expenses are recorded on a
trade-date basis as securities transactions occur.

5. Use of Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires management to
make estimates and assumptions that effect certain reported
amounts and disclosures. Accordingly, actual results could
differ from those estimates.

-10-




NOTE B

NOTE C

NOTE D

NOTE E

MICHIGAN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

December 31, 2006

- FURNITURE, FIXTURES AND EQUIPMENT

Furniture, fixtures and equipment consists of the following at
December 31, 2006:

Office Furniture $ 18,063
Less: Accumulated depreciation {10,043)

$__8,020

- NET CAPITAL REQUIREMENTS

The Company is subject to Securities and Exchange Commission
Uniform Net Capital Rule (15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined shall
not exceed 15 to 1. At December 31, 2006, the Company had net
capital of $92,353, which was $42,353 in excess of its required
net capital of $50,000. The Company's ratio of aggregate
indebtedness to net capital was 265%.

- COMMITMENTS

The company leases office equipment and their facilities under
operating leases. Rent expense under these 1leases for the
period ended December 31, 2006 was approximately $72,000.

Future minimum lease payments required under operating leases
with remaining terms in excess of one year as of December 31,
2006 are as follows:

2007 $31,731
2008 3,139
2009 1,830

$36,700

- NOTES PAYABLE TO STOCKHOLDERS AND SUBORDINATED TO CLAIMS OF
GENERAL CREDITORS

Borrowings under subordination agreements at December 31, 2006
consist of subordinated notes payable to stockholders of the
company at 8% per annum, due March 31, 2008. The notes are
approved by the National Asscociation of Securities Dealers,
Inc. and are thus available in computing net capital under the
Securities and Exchange Commission’s uniform net capital rule.
To the extent such borrowings are required for the company’s
continued compliance with minimum net capital requirements,
they may not be repaid (Note C).
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NOTE F

NOTE G

MICHIGAN SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS
December 31, 2006
- INCOME TAXES

The income tax expense differs from expected income tax expense
that would result from applying federal statutory rates to
income before income taxes as a result of certain expenses
included in income being non-deductible for tax reporting
purposes. In addition, the Company has a net operating loss
carryover of approximately $10,000 which may be used to offset
future taxable income and will expire in 2025.

- EMPLOYEE BENEFIT PLAN

The Company has a 401 (k) Plan (the Plan) for substantially all
employees meeting minimum age and service requirements. The
Plan provides for elective contributions by employees up to the
maximum limit allowed by tax regulations. Under the terms of
the plan, the Company may make discretionary contributions.
Company contributions to the Plan for the year ended December
31, 2006 totaled $14,552.

-12-
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REFORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON SUPPLEMENTAL INFORMATION

Board of Directors
Michigan Securities, Inc.

Our audit was made for the purpose of forming an opinion on the basic
financial statements taken as a whole of Michigan Securities, Inc., for
the year ended December 31, 2006, which are presented in the preceding
section of this report. The supplemental information presented
hereinafter is for purposes of additional analysis and is not a required
part of the basic financial statements. Such information has been
subjected to the audit procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as
a whole.

é;fz1h§ﬂ—' (Cide«a4*_¢f C:gkv%ﬂ?ayukay(f{CQ_

February 13, 2007
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MICHIGAN SECURITIES, INC.

SCHEDULE OF COMPUTATION OF NET CAPITAL UNDER RULE 15c¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2006
NET CAPITAL
Total stockholders' equity ......... tesrrrrens
Qualifying subordinated loans .......ceeeeeea.

Total capital and subordinated debt ...

Non-allowable assets

Deposits and receivables .............. ees. $11,781
Furnjiture, fixtures and equipment ......... 8,020
Haircut on Money Market investment ........ 1,093
Net capital ........iiiiitiiiieceecannns

Net capital requirement .........ve00000. ceens

Excess net capital

AGGREGATE INDEBTEDNESS

Total liabilities ..... s e s e s s esaseoneaanens .o
Less: liabilities excludable under SEC Rule

15C3-1 * % P e e T EONOTEESE S S SRR R EEREEEEEE N

Aggregate indebtedness ......... .-

Net capital per above ........ccccceevaannsans

Ratio of aggregate indebtedness to net capital
RECONCILIATION WITH COMPANY'S COMPUTATION
Net capital, as reported in Company's
Part II Focus report ¢ ¢ * * ¢ ¢ P O P P S PSS

Differences: NONE ....ueeeeetnomereeneennennn

Net capital per above ......cveevverrnssscacsaa
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$ 13,059
100,188

113,247

20,894

92,353

50,000

5 42,353

$244,902

$244,902
$_ 92,353

265%

$ 92,353

$_ 92,353
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